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1990 1989 = Percent 

(52 Weeks) (53 Weeks) Change 

Net sales $1,253,600,000  $1,073,500,000 +16.8% 
Net income 59,000,000 56,900,000 +3.7% 
Net income per share 2.78 2.02 -1.4% 
Dividends 22,000,000 18,800,000  +17.0% 
Dividends per share 1.04 935 -+11.2% 


A discussion of results is included in Management's Discussion and Analysis on page 22. 
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EDISON BROTHERS STORES, INC. Th d [sf 
Apparel Stores: |,726 stores. JW/Jeans West, Oaktree, J. Riggings, 
Coda, Webster/Zeidler & Zeidler, and Repp Ltd. men’s apparel stores; 
5-7-9 Shops women’s apparel stores and Spirale girl’s apparel stores; 
Joan Bari accessories boutiques. 


Footwear Stores: 874 stores and departments. Bakers, Leeds, 
Précis, Chandlers, Wild Pair, Velocity, and Sacha London shoe stores; 
Fashion Shoe departments. 


- Entertainment: 133 units. Dave & Buster’s restaurant/entertainment 
complexes; Time-Out and Space Port family entertainment centers. 
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Annual Meeting 
of Stockholders 
will be held in the 
offices of the company 
at 501 N. Broadway, 
St. Louis, Missouri, at 
11 a.m. on Wednesday, 
June 12,1991. A 
notice of the meeting 
with a proxy statement 
has been mailed with 
this report to holders of 
common stock. 


TO OUR 


AAAAAAAAAA 


STOCKHOLDERS 
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Martin Sneider, 
President, (left) and 
Andrew E. Newman, 
Chairman, (right). 





1990 was a year of dramatic 
expansion for Edison Brothers. Total 
store growth was by far the largest in 
the company’s history, and we contin- 
ued to add aggressively to our presence 
in menswear. 

Total sales grew strongly for the 
year, reaching a record $1.25 billion, an 
increase of 16.8 percent over sales of 
$1.07 billion in 1989. Same-store sales 
were well ahead in the first half of the 
year, but grew only modestly in the 
second half. 

The company’s net income rose 
3.7 percent in 1990. While earnings 
grew nicely early in the year, they were 
held down in the third and fourth quarters 
by the general slowdown in retail sales. 

Net income for the 52 weeks of 
1990 was a record $59.0 million, com- 
pared with $56.9 million for the 53 
weeks of 1989. Per-share earnings for 
1990 were $2.78 on 21.2 million shares. 
Per-share earnings for 1989 were $2.82 
on 20.2 million shares. Earnings for 

1989 were reduced by a $4.3 million 
extraordinary charge. 

After a strong spring and early 
summer, sales began to soften in 
August. For the remainder of the year, 
most of our chains experienced little or 
no growth in same-store sales. How- 
ever, the Bakers/Leeds women’s footwear 
chain and the J. Riggings menswear 
chain both turned in excellent gains in 
comparable-store sales and operating 
profits for the entire year, despite the 
lackluster retail climate in the fall. 

In 1990 our company invested 
significant resources in store growth, 
both in existing chains and in new 
concepts. We continued to emphasize 
expansion in the apparel segment, 
which offers excellent sales and 
profit potential. 

Of the 225 Foxmoor locations we 
purchased early in 1990, 160 were con- 

















verted during the year, mostly to our 
apparel chains. The converted stores 
are performing above chain averages. 

In the fall we acquired the 128 
Webster and Zeidler & Zeidler menswear 
stores, adding a new dimension to our 
portfolio of menswear offerings. 

As the chart on this page shows, a 
decade ago we were mostly a footwear 
retailer, with apparel constituting only 
31 percent of our stores. Today about 
63 percent of our stores are apparel, 

32 percent footwear, and 5 percent 
entertainment. Apparel now accounts 
for about 60 percent of our sales and 
75 percent of our operating profits. 

Our entertainment division, just 
over one year old, is now solidly estab- 
lished. During the summer we pur- 
chased the Time-Out and Space Port 
chains, and by year-end we operated 
131 family entertainment centers. 

In total, including new stores and 
acquisitions, we added 576 stores in 
1990. We closed 170, ending the Meat | 
with 2,733 units in operation. My 

One of the company’s key 
attributes continues to be its financial 
strength. In the spring of 1990 we suc- 
cessfully completed a public offering of 
two million shares of our common 
stock. The company has used the pro- 
ceeds of $85.7 million for general cor- 
porate purposes, including the reduction 
of short-term debt incurred for 
recent acquisitions. 

In September and November, 
after a substantial decline in the market 
price for most retail stocks, our board 
of directors approved authorizations to 
purchase a total of two million shares of 
the company’s common stock from 
time to time. We have purchased 
approximately one million of these 
shares so far. 

The net proceeds to the company 

from the combination of the spring sale 





of stock and the fall repurchase are 
$60.5 million. Although there are now 
approximately one million additional 
shares outstanding, 1990 income per 
share was not diluted, because of net 
interest savings made possible by the 
proceeds of the stock transactions. 

In addition, late in the year the 
company arranged for $135 million in 
debt financing for two to four years. 
These funds have been used to reduce 
short-term debt and for general corpo- 
rate purposes. This medium-term 
financing 1s intended to protect us from 
swings in short-term interest rates. 

We were pleased with our com- 
pany’s record sales and earnings in 
1990. We were especially gratified by 
the excellent sales and profit growth we 
saw in the first half of the year. But we 
were also pleased with the organiza- 
tion’s response to the difficult second 
half. The marketing, inventory man- 
agement, and expense control skills 
brought to bear in such a retail environ- 
ment will also be important in 1991. 

We expect to return to our more 
usual level of store growth in 1991 and 
continue to examine every opportunity 
to increase sales and profits by serving 
our customers in new ways. 


Ards E. Norman 


Chairman of the Board 


President 


St. Louis, Missouri 
March 26, 1991 


Number of Stores: 
1980-1990 


(without Gussini and Fashion Conspiracy] 
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dison Menswear Group 
reinforced its position as the 
leader in young men’s fashion 
retailing by aggressively expand- 
ing successful chains and by adding 
a new chain. 

The Webster/Zeidler & Zeidler 
store group, which was acquired in 
October, has added a new dimension to 
our menswear array. These stores have 
a unique appeal for men seeking upscale, 
better-price contemporary clothing. 

Despite a strong performance by 
J. Riggings, same-store sales gains and 
operating profit levels were generally 
lower than expected in our menswear 
group in 1990. Several formerly impor- 
tant fashion trends were past the peak of 
their cycle by fall. In addition, a climate 
of strong off-price promotion affected 
the year’s results. 





STORES 


J. Riggings, since its acquisi- 
tion in 1987, has become one of our 
company’s most profitable chains and 
one of the chains most sought by shop- 
ping center developers. These stores 
appeal to the broad range of young men 
who favor classic styles with updated 
fashion elements. 

Sales and operating profits rose 
significantly in this chain in 1990. 
Gross margins continue to grow as 
J. Riggings reaps the benefits of sharper 
merchandising focus and improved 
sourcing through Edison Brothers 
Stores International, the company’s 





international buying division. 

Oaktree comparable-store sales 
were flat and operating profits declined 
in 1990, after several years of dramatic 
increases. This chain continues to rely 
for its success on regular-price sales of 
cutting-edge fashion merchandise. 
These stores were particularly affected 
by the lack of a strong new menswear 
fashion direction in the fall. 

The Oaktree team expects to regain 
its momentum in 1991 with new denim 
styles and a new line of Euro-Basics. 

JW/Jeans West also will 
benefit from renewed interest in denim, 
which has traditionally been a stimulus 
to regular-price sales in this chain. 





Total sales grew, but operating profits 
were below last year’s record levels in 
these stores, in part because the lack of 
major fashion news put the emphasis on 
promotional off-price selling. 


Unusual display 
techniques and 
today’s music 
combine with 
hot merchandise 
to draw young 
men fo our 
Coda stores. 








In 1990 this chain added 
more than 50 new stores, which are 
performing well above the chain’s 
average volume. 

Coda has grown from 2 stores 
to 51 stores since 1988. While rapid 
expansion has held down profits, sales 
per store continue very high. Profits 
are expected to grow as expansion of 
this chain slows, as planned, to a more 
deliberate pace in 1991. 

This fresh concept offers the 
fastest-paced street fashions to a group 
of very fashion-forward customers. 
Coda’s objective for 1991 is to consoli- 
date its position in proven national 
brands and complement those with a 
new private-label program. 

These stores also serve as a pre- 


dictor of incoming fashion trends for 


our other menswear chains. 
Repp Ltd., our fledgling chain 
of big/tall/athletic stores, is performing 


well, particularly where the new, more 
sophisticated store design has been 
installed and the merchandise assort- 
ments have been expanded. 

A private-label merchandising 
program is beginning to provide this 
chain with improved control over 
the cost, quality, and exclusivity of 
its merchandise. 

Four new Repp Ltd. stores in the 
Chicago area are turning in excellent 
sales. Further expansion is planned 
through store openings and acquisitio 
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Forward fashions 
with a European 
influence are 
presented with 
sophisticated sim- 
plicity at Oaktree. 








AAAAAAAAA 
Young women 
and girls can 
find everything 
to put together 
their total look 
in these Edison 
Brothers stores. 
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he 5-7-9 Shops chain contin- 
ues to focus on fun-spirited 
clothes for small-size teen girls. 
Same-store sales were about even 
with those in 1989, but total sales were 
boosted by a strong expansion program. 
This chain opened 73 new stores, 
more than any current Edison Brothers 
chain has ever opened in one year. A 
large number of these stores were 
conversions from Foxmoor locations, 
and these are performing at or above 
projected levels. Aggressive expansion 
in the Northeast has given 5-7-9 a 
strong foothold in an area where its 
presence had been minimal; these stores 
also are meeting sales goals. 
Operating profits of 5-7-9 fell in 
1990, after several years of record prof- 
its. The decline is attributable in part to 
higher-than-planned levels of off-price 
promotion, especially in the fall, and in 
part to the expenses involved in the 
chain’s record expansion. 





Spirale is 5-7-9’s new experi- 
mental concept offering adaptations of 
the hot teen fashion looks in sizes 
7 to 14 for preteen girls. Early results 
are good in the first two stores, in 
Clearwater, Florida, and Santa Ana, 
California. The 5-7-9 team plans to 
open several more Spirale stores in 1991. 

Joan Bari same-store sales in 
1990 were about even with the prior 
year. As in some other chains, profits 
were down in the fall because there was 
no strong fashion impetus to stimulate 
regular-price sales. Off-price promotions 
dominated the accessories marketplace. 

In 1991, however, the Joan Bari 
team expects to see a strong sales boost 
from a resurgence of interest in sixties- 
style accessories, a look that is absent 
from customers’ wardrobes. 

About one-third of the Joan Bari 
units now reflect the chain’s more con- 
temporary new store design. Sales in 
these stores are above the chain average, 
and the remodeling program is continuing. 
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DB akers/Leeds experienced a 

dramatic profit surge in 1990 
| and achieved other ambitious 

hie goals as well. Average per-store 
sales grew substantially. Operating 
profits were enhanced through sales 
gains, better clearance yields, and 
expense control. Gross margins rose 
strongly as off-price selling declined 
and full-price merchandise sold well. 

The integration of our popular- 
price women’s footwear chain is now 
complete. The few remaining stores 
under the Burts and Chandlers names 
are operating as part of Bakers/Leeds. 

This chain renewed its commit- 
ment to understandable fashion foot- 
wear, narrowed and sharpened assort- 
ments, and lowered average prices some- 
what. Customers responded especially 
well to the spring sandal line and the fall 
offerings of boots and accessories. 

The Bakers/Leeds team also initi- 
ated our new Précis stores, a concept that 
offers understandable fashion at popular 
prices in a very high-style setting. 

The Wild Pair same-store 
sales and operating profits were down 
significantly in 1990 after two years of 
double-digit same-store sales growth 
and excellent profitability. This fash- 
ion-forward chain suffered from a lack 
of new cutting-edge footwear influ- 
ences. Expenses were well controlled, 
but profits fell because of the high level 
of off-price promotion required to bring 
inventories into line. 

This chain expects to resume its 
sales and profit growth in 1991. The 
merchandising team is aggressively 
pursuing new fashion items, especially 
in booties and women’s low-heeled 
dress shoes. New international 
resources will permit more competitive 
pricing without a reduction in quality. 

Velocity, The Wild Pair’s exper- 
imental men’s footwear chain, grew 
from three to six stores in 1990. Per- 
store sales are above projections. 
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These stores, which offer Euro- 
pean-influenced shoes and accessories, 
are selectively placed in shopping centers 
with a strong male fashion orientation. 

Sacha London has narrowed 
its merchandising focus, reinforcing its 
emphasis on high-fashion European 
footwear. As a result, comparable- 
store sales showed good improvement 
for the full year, with most of the gains 
in the fall. 

Fashion Shoe Departments 
has ended its relationship with Hess’s 
department stores by mutual agreement. 
Those departments closed at the end of 
fiscal 1990. 

This restructured team is concen- 
trating on the Alexander’s departments, 
which are producing excellent per-store 
sales and showed gains in both sales 
and operating profits in 1990. 












Our footwear 
stores are filled 
with today’s hot 
styles in high- 
energy settings. 
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Our young cus- 
tomers are seek- 
ing more than 
fashion; they 
want to invest 
in having a 
good time. 
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ur company’s entertainment 

division, just over a year old, 

moved forward strongly in 

1990 with the acquisition of 
the Time-Out and Space Port family 
entertainment chains. 

New developments in technology 
indicate to us that our customers will 
continue their interest in the types of 
entertainment centers we operate. 
Upcoming features, such as interactive 
digitized TV-type pictures and sophis- 
ticated motion platforms, are making 
possible exciting “virtual reality” sim- 











ulators that will not be available in 
home products. 

Edison Brothers Mall 
Entertainment now operates from 
our home office in St. Louis. The inte- 
gration of the Time-Out and Space Port 





teams has brought together a group of 
people with a solid foundation in expe- 
riential retailing. A single headquarters 
also has provided opportunities to trim 

overhead expenses. 

At year-end the Mall Entertain- 
ment section operated 129 family enter- 
tainment centers and 2 of the country’s 
largest anchor 

Anchor centers, each about 
30,000 square feet, have 
attractions in those few shopping cen- 
ters that have them. Because of high 
developer interest, our Mall Entertain- 
ment team has targeted the anchor 
entertainment concept for expansion. 

Dave & Buster’s restaurant/ 
entertainment complexes reported 
healthy sales gains for 1990, with 
lent growth in amusement and games. 

The entertainment areas of both 
Dallas complexes have been signifi- 
cantly enlarged. Full-size bowling lanes 
have been added at one location. 

We continue to plan for selective 
expansion of Dave & Buster’s to other 
major metropolitan areas. A third loca- 
tion is under construction in Houston 
and will open this fall. 


entertainment centers. 


become major 


excel- 

















¥ A ye continue to explore new 

\ A fF ways to serve the teens and 
| "| WY young adults with whom we 

W OW have had so much successful 
experience. In 1990 we pursued several 
strategic initiatives that have strength- 
ened our involvement with the way 
young people want to look and the way 
they want to spend their leisure time — 
two topics of great concern to them. 

Foxmoor has provided excel- 
lent expansion opportunities for our 
apparel chains. By converting these 
acquired locations, we were able to 
expand at a rapid start-up speed in 
established chains that provide mature 
profit levels. 

During 1990, 160 of these stores 
were converted. They are performing 
at or above projected levels, and many 
are exceeding their chains’ sales aver- 
ages. The conversion program will con- 
tinue at a more moderate pace this year. 

Webster adds an important new 
dimension to our portfolio of fashion 
menswear offerings. The 128 Webster 
and Zeidler & Zeidler stores operated 
by this chain are unique in their presen- 
tation of contemporary clothing with 
upscale quality and styling details. 

The Webster acquisition is com- 
parable in several ways to our 1987 
acquisition of J. Riggings. Webster 
appeals to a similar age group — about 
20 to 40 — but with more contempo- 
rary, European-influenced styles. As 
J. Riggings did, Webster has begun to 
develop a strong program of private- 
label merchandise, sourced through our 
own international buying division. We 
expect that Webster, like J. Riggings, 





will quickly reach its sales and 
profit goals. 

We expect to add stores to this 
chain in the near future and will be 
expanding the Zeidler & Zeidler name 
from the West Coast to other areas of 
the country. 

Précis is our new women’s 
footwear and accessories concept, 
developed within Bakers/Leeds. The 
Précis stores share with Bakers and 
Leeds an emphasis on understandable 
footwear fashions, but the Précis 
approach differs in several ways. 

Précis stores are smaller than the 
typical Bakers or Leeds and attract 
young customers with an unusual ambi- 
ence that features black backgrounds 
and neo-classic fixtures and details. 

The Précis footwear line is some- 
what more focused, emphasizing influ- 
ences that are advanced but not 
extreme. Private labels are augmented 
with some branded shoes. Précis also 
offers a large selection of other acces- 
sories, including jewelry, hats, and 
belts, so that the customer can fully 
accessorize an outfit. 

At year-end Précis operated five 
stores. More are planned for this year. 











In 1990 we 
found some new 
ways to enhance 
our relationship 
with teens and 
young adults. 





CONSOLIDATED STATEMENTS OF INCOME 





1990 1989 1988 
(52 weeks) (53 weeks) (52 weeks) 


(In millions, except per share data) 


























Net Sales $1,253.6 31,073 $918.6 
Cost of goods sold, occupancy and buying expenses 810.0 683.0 587.3 
Store operating and administrative expenses 288.2 248.0 228.2 
Depreciation and amortization 47.8 33.2 S121 
Interest expense, net 13:9 11.8 11.8 
1, 159:9 976.0 858.4 

Income before Income Taxes 93.7 97.5 60.2 
Income tax provision 34.7 36.3 23.9 
Income before Extraordinary Item 59.0 61.2 36.3 
Extraordinary item— costs to extinguish long-term debt, net of 

income tax benefit of $2.5 (4.3) 
Net Income $ 59.0 $ 56.9 $ 36.3 
Per Common Share: 

Income before Extraordinary Item $ 2.78 $ 3.04 ® 1.82 

Extraordinary Item $422) 

Net Income $ 2.78 $ 2.82 S 1.82 





See notes to consolidated financial statements. 


CONSOLIDATED BALANCE SHEETS 


























ASSETS 
1990 1989 
year-end year-end 
Current Assets: 
Cash and short-term investments $ 49.0 $ 20.0 
Merchandise inventories 232.0 188.9 
Deferred income taxes 11.8 12.9 
Prepaid expenses 18.5 15.0 
Other current assets 20.8 13.6 
Total Current Assets 332.1 250.4 
Property and Equipment, net 276.6 206.7 
Intangible Assets, net 90.7 49.5 
Prepaid Pension Expense 30.6 24.2 
Other Assets Sy) 23 
$733.5 $533.1 
LIABILITIES AND COMMON STOCKHOLDERS’ EQUITY 
Current Liabilities: 
Accounts payable, trade $ 92.3 $ 68.0 
Notes payable and commercial paper 58.1 
Current portion of long-term debt 43.1 IVs 
Payroll and vacations 13.4 12.5 
Income taxes 4.4 13.6 
Other taxes 6.5 8.6 
Current portion of reserves and current liabilities of 
divisions being phased out 10.4 14.7 
Other current liabilities 19.3 14.0 
Total Current Liabilities 189.4 191.0 
Long-Term Debt 145.1 SS 
Other Liabilities 26.7 25.5 
Deferred Income Taxes 29.0 21.6 
Common Stockholders’ Equity: 
Common stock, par value $1 21.4 20.3 
Capital in excess of par value 63.0 1.3 
Retained earnings 258.9 221.9 
Total Common Stockholders’ Equity 343.3 243.5 
$733.5 $533.1 





See notes to consolidated financial statements. 


CONSOLIDATED STATEMENTS OF CASH FLOWS 
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1990 1989 1988 
(52 weeks) (53 weeks) (52 weeks) 


(In millions) 








Cash Flows from Operating Activities: 
Net income $ 59.0 $ 56.9 & 363 
Adjustments to reconcile net income to net cash 
provided by operating activities: 


Cost to extinguish long-term debt : 6.8 
Depreciation and amortization 47.8 33.2 Si 
Provision for deferred income taxes 12.3 1.8 (4.8) 


Change in assets and liabilities net of effects from 
acquisitions and dispositions: 





Merchandise inventories (34.1) (39.2) (272) 

Other assets (9.1) GE) 6.7) 
Accounts payable, accrued expenses, 

and other liabilities 3.5) 8.7 36.4 

Restructuring and transition activities (17.6) (2.8) (7.8) 

Other 10.8 2.5 @ 

126 60.8 58.5 





Cash Flows from Investing Activities: 
Payment for companies and assets purchased, 





net of cash acquired (53.6) (38.0) 
Net cash proceeds from disposal of subsidiaries 27.6 
Capital expenditures (83.7) (51.8) (43.1) 
Other C3) (35) ll 
(137-6) (90.3) (15.4) 





Cash Flows from Financing Activities: 
Principal payments of long-term debt and cost 











to extinguish long-term debt (22.9) (58.2) @3) 
Short-term debt (payments) borrowings (58.1) 58.1 
Common stock dividends (22.0) (18.8) (17.9) 
Common stock issued Soe/ 
Common stock purchased (25.2) 
Proceeds from long-term debt issuance 135.0 40.0 
Other Le 3.2 ll 
94.0 (15.7) 215 
Cash Provided (Used) 29.0 (45.2) 64.6 
Beginning cash and short-term investments 20.0 65.2 36.3 
Ending Cash and Short-Term Investments $ 49.0 $ 20.0 $100.9 


Cash payments for: 
Interest expense $ 14.7 $ 13.0 $ 10.9 
Income taxes $ 33.9 $ 38.8 $ 2.8 


See notes to consolidated financial statements. 
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CONSOLIDATED STATEMENTS OF COMMON STOCKHOLDERS’ EQUITY 




















Capital in 
Common excess of Retained 
stock par value earnings 
(In millions, except per share data) 
Balance at Beginning of 1988 > Oo $ 60 $183.4 
Net income 36.3 
Stock options exercised and grants made l 12 
Common stock dividends—$.90 per share (18.0) 
Balance at End of 1988 10.0 2, 201.7 
Net loss for the month ended January 28, 1989 (11.5) 
Net income for the year ended February 3, 1990 56.9 
Stock options exercised and grants made ll 39 
Common stock dividends—$.935 per share (18.8) 
Two-for-one stock split 10.2 (3.8) (6.4) 
Balance at End of 1989 20.3 1.3 pM 
Net income 59.0 
Stock options exercised and grants made ll 2D 
Common stock issued— 2,000,000 shares 2.0 83.7 
Common stock purchased— 990,000 shares (1.0) (24.2) 
Common stock dividends—$1.04 per share (22.0) 
Balance at End of 1990 $21.4 $ 63.0 $258.9 





See notes to consolidated financial statements. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


(Dollars in millions, except per share data) 





Note 1: 
Summary of 
Significant 
Accounting 
Policies 


Consolidation — The financial statements include the accounts of all subsidiaries; intercompany accounts and 
transactions have been eliminated. 


Short-term investments are stated at the lower of cost or market, consist of highly liquid debt instruments with 
maturities of three months or less, and are considered to be cash equivalents for consolidated statements of cash flows. 


Inventories — A portion of the inventories (62%) is determined using the retail method and is based on the 
lower of cost or market. The other portion (38%) is stated at the lower of cost, principally average cost, or 
market, based principally on anticipated realizable values. 


Depreciation and amortization of property and equipment and intangible assets are computed principally on 
the straight-line basis. Lease rights acquired are amortized on a straight-line basis over remaining lease terms and 
anticipated renewals. 


Income Taxes — The liability method is used to compute deferred income taxes resulting from temporary 
differences in the recognition of income and expense items for tax and financial reporting purposes. 


Interest Expense — 1990, 1989, and 1988 interest expense has been reduced by interest income of $2.2, $1.4, 
and $1.0, respectively. 


Store opening and closing costs — Store preopening costs are charged against income as incurred. Closing 
costs are accrued when the decision is made to close a store. 


Earnings Per Share — Earnings per common share is based on the weighted average number of shares 
outstanding (21,210,000 in 1990; 20,151,000 in 1989, and 19,968,000 in 1988). Shares issuable under the stock 
option and stock bonus plans did not have a significant dilutive effect on earnings per share. 


Reclassifications — Certain prior-year items have been reclassified to conform to the current 
year presentation. 


Fiscal Year — On March 1, 1989, the Board of Directors of the company approved a change of the fiscal year 
end from the Saturday closest to December 31, to the Saturday closest to January 31. The change was effective 
for the fiscal year ending February 3, 1990 and thereafter. References to 1990 and 1988 are to the 52 weeks 
ended February 2, 1991 and December 31, 1988, respectively. References to 1989 are to the 53 weeks ended 
February 3, 1990. Condensed consolidated results for the four weeks ending January 28, 1989 charged directly to 
retained earnings were as follows: 





Net sales $ 54.8 
Cost of goods sold, occupancy and buying expenses 44.9 
Store operating and administrative expenses 20.3 
Depreciation and amortization 2.4 
Interest expense, net af 
Income tax benefit (2.0) 
Net loss $(11.5) 





January is historically a period of clearance sales activity. This yields significantly below-average gross profit 
when the month is reported separately. Since a significant portion of operating expense is incurred at a fixed rate, 
January normally produces below-average results. In addition to these normal seasonal factors, the results above 
include several other significant items. A reduction of deferred tax assets added $3.8 to the net loss because of 
changes in the anticipated periods and tax rates under which temporary differences between book and taxable 
income would be realized. Other items were a pretax loss of $1.4 on the January termination of an interest rate 
swap agreement and accruals of $1.2 for compensatory stock options, caused by higher market values of 
company common stock. 
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Edison Brothers Stores, Inc. 
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Note 2: 
Acquisitions 


During the second quarter of 1990, the company completed the acquisition of Adventure Properties Ltd., 
Consolidated Amusement Company and Time-Out Family Amusement Centers, Inc. Together these chains 
operated 130 game rooms and 2 larger family entertainment centers, mostly in shopping malls. In October 1990, 
the company completed the acquisition of Webster Clothes, Inc. which operated 128 young men’s clothing stores. 
$1.7 of the Webster purchase price was deposited into escrow and is subject to certain contingencies and 
adjustments. The acquisitions were made at an aggregate cost of $70.0. The company acquired assets with a fair 
value of $107.8 and assumed liabilities of $37.8. 


The acquisitions were accounted for by the purchase method and are included in the financial statements from 
the dates of acquisition. Intangible assets resulting from the acquisitions are being amortized on a straight-line 
basis over useful lives ranging from 5 to 30 years. The company plans to close poorly performing locations 
among those chains acquired in 1990. At acquisition a reserve of $5.9 was established to cover future operating 
losses and other costs expected to be incurred in connection with the disposal of these locations. On an unaudited 
pro forma basis, calculated as if the acquisitions had taken place as of the beginning of the related period, sales 
would have been $1,307.4 in 1990 and $1,193.1 in 1989. For 1989, pro forma net income of the company and 
the acquired companies with pro forma adjustments to depreciation and amortization expense and to reflect 
elimination of duplicative costs was not materially different from income previously reported by the company. 
For 1990, pro forma net income would have been $55.4 or $2.61 per share. 


In January 1990, the company acquired the leasehold rights and store fixtures to 225 vacant locations of 
Foxmoor Specialty Stores Corporation, a subsidiary of Dylex Limited, for $26.4. The acquisition was accounted 
for by the purchase method. During 1990 the company converted 160 of these locations to other company 
operations. Operating results of these locations have been included in the consolidated financial statements as 
each location has been converted. The remaining locations either have been or will be closed and returned to the 
landlords or will be converted early in 1991. 


Other acquisitions were made during 1989 for an aggregate of $12.8. The acquisitions were accounted for by 
the purchase method, and operating results of the entities acquired have been included in the consolidated 
financial statements since their respective acquisition dates. 





Note 3: 
Dispositions 


In 1987, the company decided to phase out its Gussini and Fashion Conspiracy divisions. All of the Gussini 
stores and all but a minor number of the Fashion Conspiracy stores have been either sold, converted, or closed. 
The company has guaranteed former Gussini lease obligations having a present value of $13.1 for the stores that 
were sold; in management’s opinion, the risk associated with these guarantees is not significant. At year end 
1988, the company initiated a program to eliminate some poorly performing retail locations in nearly all of its 
chains, with the greatest emphasis placed on the footwear segment. The company’s plan to close, sell, or convert 
these locations is proceeding as anticipated. 


Included on the 1988 consolidated income statement is a $25.5 pretax ($14.7 after-tax) provision, to cover 
future operating losses, future remaining lease commitments on closed stores, other costs expected to be incurred 
in connection with the elimination of the poorly performing locations, and the write-off of property and 
equipment, leasehold improvements, goodwill, and intangible leasehold rights. Also in 1988, based on analysis 
of costs to be incurred, a $1.1 reduction of the reserve established in 1987 to absorb the cost of phasing out 
Gussini and Fashion Conspiracy, and a pretax gain of $26.2 realized on the sale of the company’s investment in a 
real estate holding company were recorded. In 1989, as a result of continuing re-evaluation of the company’s 
retail locations, the number of stores included in the 1988 plan was increased by nearly 50%. The additional cost 
of the re-evaluation was partially offset by a $3.5 gain on disposal of one of the properties included in the plan. 
At February 2, 1991, $11.8 (composed of $5.6 current and $6.2 noncurrent amounts) remained in the Gussini, 
Fashion Conspiracy and store closing reserves and related liabilities. Total charges of $54.4 have been made to 
the reserves since inception. 
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Note 4: 1990 year-end 1989 year-end 

Common Shares: 

Stock Issued (100,000,000 authorized) 27,492,562 27,465,914 
Less held in treasury 6,110,323 7,199,358 
Outstanding 21,382,239 20,266,556 
Stockholders of record 4,600 4,600 


On November 28, 1989, the Board of Directors of the company approved a two-for-one stock split in the form 
of a 100% stock dividend. The dividend was paid January 5, 1990, to holders of record on December 20, 1989. 
All share and per-share information included in this report has been adjusted to reflect the split. 


The 1982 and 1986 stock option plans each authorize the sale of 1,500,000 common shares to executives, 
including store managers. With adoption of the 1986 plan, no additional options will be granted under the 1982 
plan. Options are exercisable over various option terms not exceeding 10 years following the grant. 


During the transition period caused by the change of fiscal year end as discussed in Note 1, 25,552 options 
were exercised or canceled and 9,054 shares were issued. Activity under these plans was as follows: 














1990 1989 1988 
Number of Option price Number of Option price Number of Option price 
options per share options per share options per share 
Outstanding at beginning of year 836,067 $ 9.51—27.15 1,150,548 $9.51—20.35 1,308,638 $9.51—20.35 
Granted 640,900 17.75—27.15 91,750 2115S 189,800 11.38 
Exercised (119,177) 9.51—20.35 (213,298) 9.51—20.35 (68,108) 9.51—9.56 
Canceled (47,961) 9.51—27.15 (192,933) 9.51—20.35 (254,230) 9.51—20.35 
Outstanding at end of year 1,309,829 9.51—27.15 836,067 9.51—27.15 1,176,100 9.51—20.35 
Shares exercisable at end of year 237,389 156,765 211,698 
Shares issued for: 
Options exercised and grants made 111,598 215,314 222,922 
Bonus units exercised 623 682 3,062 


Under the 1975 Stock Bonus Plan, as amended in 1980, 3,000,000 shares of common stock may be issued to 
executives, including store managers. Stock units vest 20% per year beginning two years from the grant date. At 
year-end 1990, 550 shares were issuable and, cumulatively, 702,805 shares had been issued. The base price of 
bonus units outstanding was 85% of market value at grant date and averaged $16.28 per share at year-end 1990. 
Currently the company has no plans to issue additional units under the plan. 


Each share of outstanding common stock includes a right which entitles the holder to purchase one common 
stock share for $93. Rights attach to all new shares of common stock issued and become exercisable only under 
certain conditions involving actual or potential acquisitions of the company’s common stock. Depending on the 
circumstances, all holders except the acquiring person may be entitled to purchase at the exercise price additional 
shares of common stock of the company and/or the acquiring person having a market value equal to two times the 
exercise price. The rights remain in existence until January 26, 1998, unless they are redeemed (at five cents per 


right) or terminated. 


At February 2, 1991, 1,270,745 shares of common stock were reserved for issuance under the stock options 


and the stock bonus plan. 


Note 5: 
Pension Plan 


Edison Brothers Stores, Inc. 


The pension plan covers employees who have met age and service eligibility requirements. Benefits are based 
on each employee's highest average compensation for any 5 consecutive full calendar years out of the last 15 
years of credited service preceding separation. The company funds at least the minimum amount required by 
funding standards. 

In determining the actuarial present value of projected future benefits, for 1990 and 1989, respectively, the 
weighted-average discount rate is 8.75% and 8.5% and for both years the rate of increase in future compensation 


Y, 


levels is 5.7%. For 1990, 1989, and 1988, the assumed rate of return on assets is 9.25%, 9.0%, and 9.0%, respectively. 


The plan’s funded status is as follows: 


1990 1989 
year-end year-end 


Actuarial present value of accumulated plan benefits, 
including vested benefits of $18.6 and $33.0 $ 22.4 $ 36.7 


Net assets available for benefits, primarily fixed 


income and equity securities at market value $ 62.6 $ 78.2 
Actuarial present value of projected future benefits (31.6) (46.4) 
Plan assets greater than projected future benefits $ 31.0 $31.8 


Net assets as a percentage of: 


Present value of accumulated plan benefits 279% 213% 
ld 
Present value of projected future benefits 198% 168% 


The accounting for plan assets greater than projected future benefits is as follows: 


1990 1989 
year-end year-end 
Plan assets not recognized in the company’s balance sheet, 
principally resulting from market value gains: 

1984 and prior $ 2.5 $ 4.4 

Since 1984 4,2 9.3 
Pension prepayment recognized in the company’s balance sheet 28.5 22.6 
Unrecognized prior service cost (4.3) (4,5) 
Additional minimum liability lk 
Plan assets greater than projected future benefits $31.0 $31.8 


Net pension income for 1990, 1989, and 1988, respectively, of $1.0, $1.1, and $1.6 consisted of actual return 
on assets, $.5, $13.1, and $10.2; plus partial recognition of prior-period net gains, $.1, $.2, and $.5; less net gains 
(losses) deferred to future periods, $(5.4), $7.3, and $5.2; less cost of current-year employee service, $1.8, $1.4, 
and $1.3; less interest cost on projected future benefits, $3.2, $3.5, and $2.6. A pension settlement gain of $4.9, 
offset by other unusual transactions, is included in the 1990 consolidated statement of income. 


In December 1990, the Financial Accounting Standards Board issued Statement of Financial Accounting 
Standards No. 106, “Employers’ Accounting for Postretirement Benefits Other Than Pensions”. This statement 
requires that the cost of postretirement benefits other than pensions be accounted for on an accrual rather than a 
pay-as-you-go basis. The statement is effective for fiscal years beginning after December 15, 1992. The 
company has not determined whether it will opt for earlier adoption, The transition obligation, as defined by the 
statement, can be fully accrued at adoption or over a period of years. The company has not decided which 
method will be used. If the obligation is fully accrued, the company would expect to incur a significant one-time 
charge, the amount of which has not been specifically quantified. If the obligation is amortized over a period of 
years, the effect on annual consolidated operating results is not expected to be material. 
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Note 6: 1990 1989 
Property and year-end year-end 
Equipment Land $ 6.6 $ 5.0 
Buildings 56.5 51.5 

Leasehold improvements 222.4 169.5 

Fixtures and equipment 139.5 100.4 

Property held under capital leases, 

principally buildings 9.6 9.6 

Total cost 434.6 336.0 
Accumulated depreciation and amortization (158.0) (129.3) 

$ 276.6 $ 206.7 





Depreciation and amortization expense for 1990, 1989, and 1988 was $36.6, $28.2, and $25.9, respectively. 

















Note 7: 1990 1989 
Intan ib le year-end year-end 
Assets Leasehold rights $ 67.9 $572 
Goodwill 315 3.3 
Other 13.1 4.4 
Total cost 118.5 64.9 
Accumulated amortization (27.8) (15.4) 
$ 90.7 $ 49.5 





Intangibles are amortized over useful lives ranging from | to 30 years. Amortization expense for 1990, 1989, 
and 1988 was $11.2, $5.0, and $5.2, respectively. 














Note 8: Interest 1990 1989 
Financin 2 Rate Maturities year-end year-end 
Arrangements Unsecured senior notes 8.73-9.19% 1991-1994 $175.0 $40.0 
Promissory note, maturing serially 8.63% 1991 9 1.8 
Capital lease obligations 9.3 8.8 
Other obligations 3.0 2.4 
Total long-term debt 188.2 53.0 
Less current maturities 43.1 1:5 
Long-term debt $145.1 $51.5 





Future maturities of long-term debt are $43.1, 1991; $45.3, 1992; $75.3, 1993; $15.2, 1994; and $.2, 1995. 
Future interest payments on capital lease obligations were $7.4 at year-end 1990. The company’s financing 
agreements contain certain restrictions, including limitations on dividend payments and the company’s 
acquisition of its capital stock. At year-end 1990, retained earnings of $70.7 were free of the most restrictive of 
these limitations. 


At year-end 1990, the company had unused credit arrangements offering short-term financing totaling $240.0 
with various expiration dates. In addition, the company has a $50.0 revolving credit agreement which expires in 
October 1992, which can be converted into an intermediate-term loan; this credit agreement supports potential 
commercial paper borrowing arrangements of $50.0. 


Edison Brothers Stores, Inc. 
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Note 9: 
Leases 


Most operations are conducted in leased premises. A portion of the leases include options for renewal or 
extension on various terms. For 1990, 1989, and 1988, respectively, minimum rentals for operating leases were 
$96.7, $79.8, and $71.6; additional percentage rentals based on sales were $11.6, $10.5, and $8.1. Most leases 
also require the payment of common area expenses and real estate taxes. 


Future minimum lease payments, exclusive of stores being phased out or shut down as discussed in Note 3, 
required under operating leases at year-end 1990 are $93.9, 1991; $90.4, 1992; $85.1, 1993; $77.8, 1994; 
$68.7, 1995; and $610.7, total. 


In accordance with Financial Accounting Standards Board Technical Bulletin 85-3, the company accrues non- 
cash rent expense for leases with scheduled increases in minimum lease payments such that minimum rent 
expense is recognized on a straight-line basis over the lease term. Minimum rent expense accrued in excess of 
cash rent payments was $3.9, $2.9, and $.9 in 1990, 1989, and 1988, respectively. 





Note 10: 
Income Taxes 


The provision for income taxes consists of: 


1990 1989 1988 





Current Expense 











Federal $19.0 $27.3 $22.0 
State and local 3.4 4.7 6.7 
22.4 32.0 28.7 

Deferred Expense 123 1.8 (4.8) 
Total provision $34.7 $33.8 $23.9 





The major temporary differences that give rise to deferred tax assets and liabilities in the consolidated balance 
sheet are as follows: 





1990 1989 1988 
Accelerated depreciation $(21.2) $(21.3) $(21.6) 
Pension income (11.1) (8.8) (9.5) 
Restructuring reserves 5:2 9.7 19.4 
Other 9.9 Ny 341 





$(17.2) $ (8.7) $ (8.6) 





Reconciliation of federal statutory rates to effective income tax rates: 


1990 1989 1988 








Federal corporate statutory rate 34.0% 34.0% 34.0% 
State and local income taxes, net of federal income tax benefit BZ 3.5 6.4 
Miscellaneous items, net (.2) (.3) GP) 
Actual tax expense 37.0% 37.2% 39.7% 





The transition loss discussed in Note | is not subject to net operating loss carryback under the Internal 
Revenue Code. The loss is ratably deductible during the six years following the transition period and for book 
purposes is treated as a temporary difference. 
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Note 11: 
Employee 
Benefits 


The company at its discretion provides medical, dental, and life insurance coverage for its employees. 
Medical and life insurance expenses were $11.0 in 1990, $11.8 in 1989, and $10.3 in 1988. Dental expenses were 
$.6 in 1990, $.6 in 1989 and $.5 in 1988. The company recognizes the cost of these plans as claims and premiums 
are incurred. 


Medical and life insurance benefits also are provided at the company’s discretion for those employees who 
retire (and their survivors) with at least 15 years of credited service under the pension plan. At year-end 1990, 
5,557 employees and 844 retirees and survivors participated in the medical and life insurance plan. Records 
separating benefit costs for retirees and survivors from employee participants are not maintained. 


In 1989 the company established an employee savings plan that permits employees to make contributions in 
accordance with Internal Revenue Code Section 401(k). Employees who meet age and service requirements are 
eligible to participate by contributing up to 15% of their pretax compensation. The company matches a portion 
of the employee’s contribution under a predetermined formula based on the company’s return on equity. 
Company contributions to the plan may be remitted to the Trustee in the form of company common stock or cash 
which is then used to acquire company common stock on the open market. The company’s expense related to the 
plan was $.4 for 1990 and $.1 for 1989. 


Payroll taxes paid by the company primarily for social security and unemployment compensation totaled 
$17.9 in 1990, $15.6 in 1989, and $14.6 in 1988. 





Note 12: 
Business 
Segments 


Net sales Operating profit (loss) 
1990 1989 1988 1990 1989 1988 


Apparel $ 753.3 $ 594.3 $459.0 $ 83.9 $992 $63.4 
Footwear 461.1 479.2 459.6 27.9 20.8 16.1 


1,214.4 1,073.5 918.6 111.8 120.0 79.5 


Corporate and other 39.2 (2.0) (9.3) (6.5) 
Interest expense (len) 132): 71228) 


$1,253.6 $1,073.5 $918.6 $93.7 $97.5 $60.2 


a 

















Depreciation 














Identifiable assets and amortization Capital expenditures 
1990 1989 1988 1990 1989 1988 1990 1989 1988 
Apparel $383.6 $269.0 $164.2 $26.9 $19.0 $15.5 $67.7 $41.2 $30.7 
Footwear 155.3 166.0 165.7 8.8 OFT 10.9 8.8 8.0 11.6 
538.9 435.0 329.9 35.7 28.7 264 76.5 49.2 42.3 
Corporate and other 194.6 98.1 182.8 12.1 4.5 4.7 We. 2.6 8 
$733.5 $533.1 $5127 $47.8 $33.2 $31.1 $83.7 $51.8 $43.1 


Tee se 
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REPORT OF ERNST & YOUNG, INDEPENDENT AUDITORS 





Stockholders and Board of Directors 
Edison Brothers Stores, Inc. 


We have audited the accompanying consolidated balance sheets of Edison Brothers Stores, Inc. and 
subsidiaries as of February 2, 1991 and February 3, 1990, and the related consolidated statements of income, 
common stockholders’ equity, and cash flows for each of the three years ended February 2, 1991, February 3, 
1990 and December 31, 1988. These financial statements are the responsibility of the company’s management. 
Our responsibility is to express an opinion on these financial statements based on our audits. 


We conducted our audits in accordance with generally accepted auditing standards. Those standards require 
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free 
of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the over-all financial statement presentation. 
We believe that our audits provide a reasonable basis for our opinion. 


In our opinion, the financial statements referred to above present fairly, in all material respects, the 
consolidated financial position of Edison Brothers Stores, Inc. and subsidiaries at February 2, 1991 and February 
3, 1990, and the consolidated results of their operations and their cash flows for each of the three years ended 
February 2, 1991, February 3, 1990 and December 31, 1988, in conformity with generally accepted accounting 


principles. 
Srmet + 


St. Louis, Missouri 
March 13, 1991 


MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL INFORMATION 








Management is responsible for the integrity and objectivity of the financial statements and other information 
included in this annual report. The financial statements have been prepared in conformity with generally 
accepted accounting principles. Information that is not subject to objective determination has been developed 
based upon management’s best judgment. 


The company maintains accounting systems that management believes are sufficient to provide reasonable 
assurance of reliable financial statements and to maintain accountability for assets. These systems are supported 
by careful selection and training of qualified personnel. The extent of internal accounting controls implemented 
must be related to the benefits derived, and the balancing of the cost of controls to the benefits derived requires 
management’s estimates and judgments. The system is tested and reviewed by internal auditors. In addition, as 
part of its audit of the company’s financial statements, Ernst & Young completed a study and evaluation of 
selected internal accounting controls to establish a basis for reliance thereon in determining the nature, timing, 
and extent of audit tests to be applied. 


The Board of Directors has established an Audit Committee, which is comprised totally of members of the 
board who are not employees of the company. The committee meets with the independent auditors, internal 
auditors, and representatives of management to discuss auditing and financial reporting matters. Both the 
independent auditors and the company’s own internal auditors meet with the Audit Committee, with and without 
management representatives present, to discuss the scope and results of their examinations, the quality of 
financial reporting, and the propriety of management’s conduct of the business. 


Management is committed to conducting its business affairs in accordance with the highest ethical standards 
and in conformity with the law. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 


(Dollars in millions, except per share data) 





Factors 


Affecting 
Comparisons 


Unusual transactions and events affecting the comparison of financial conditions and operating results include 
the company’s change of fiscal year end, the acquisitions made in 1989 and 1990, and the 1988 and 1990 store 
closing plans. Refer to Trends and Prospects below and for more information concerning these factors see “To 
Our Shareholders” on pages 2 and 3, “Men’s and Women’s Apparel Stores” on pages 4, 5 and 6, “Footwear 
Stores” on page 7, “Entertainment” on page 8, “Strategic Initiatives” on page 9, and notes 1, 2 and 3 to the 
Consolidated Financial Statements on pages 14 and 15. 





Financial 
Condition 


Changes in the balance sheet reflect the 1990 acquisitions, conversion of the Foxmoor locations acquired in 
1989, normal seasonal factors and new debt and equity financing. 


Cash balances increased to a moderate level at year-end 1990, generated by the normal strong cash flow from 
Christmas sales. Inventory and trade payables were both increased in 1990 because of the acquired entities, 
internal growth of apparel operations, earlier ordering and receipt of Easter merchandise, and, in some instances, 
higher priced merchandise. The significant increase in property and equipment resulted from the 1990 
acquisitions and $83.7 of capital expenditures on new and existing locations. Intangible asset increases were also 
related to the acquisitions. 


Several financing moves altered the liability and equity side of the balance sheet. Although cash flow from 
favorable operating results was strong, the capital improvements and acquisitions necessitated additional 
financing. In June 1990 a public offering of two million shares of common stock provided $85.7. In early fall 
favorable market conditions allowed reacquisition of nearly one million shares for $25.2. These transactions 
explain the increases in common stock and capital in excess of par value. Later in the fall the company 
completed intermediate-term borrowings of $135.0. 





Capital 
Resources 
and Liquidity 


The company has continued to demonstrate its ability to generate positive cash flow from operations. This 
ability has been enhanced by acquisitions and store closings. At the end of fiscal 1990, working capital was 
$142.7 as compared to $59.4 at the end of 1989, and $144.7 at the end of 1988. The increase in working capital 
between 1989 and 1990 was a result of operating cash flow and the company’s ability to secure intermediate-term 
financing during 1990 to finance the acquisitions and other capital expenditures. By contrast, at the end of 1989 
the company incurred $58.1 of short-term borrowings primarily for the Foxmoor and Dave and Buster’s 
acquisitions. At that time cash reserves had been depleted to prepay the mortgage on the company’s home office 
building. These factors also explain the decrease in working capital between 1988 and 1989. 


During 1991 the company plans to open new locations, remodel existing locations, and expand its distribution 
center square footage. Planned capital expenditures will approach 1990 levels. Further, the company will 
continue to seek opportunities to expand through acquisitions when appropriate. Other expected demands on 
company funds include the maturity of $40.0 and $45.0 of senior notes due in 1991 and 1992, respectively, and 
normal requirements to increase inventory levels going into both the spring and fall selling seasons. 


When funds from operations are not adequate, the company has used, and if needed, will use short-term 
financing to provide additional working capital. To meet these needs the company has available a $50.0 
revolving credit facility and, at the end of 1990, other unused credit arrangements of $240.0. Management 
believes that funds from operations and these short-term facilities provide adequate working capital. 





Operating 
Results 


Net sales for 1990 increased by $194.4 or 18.4% over sales for the comparable 52 weeks ending February 3, 
1990. The increase was attributable to new stores, including stores converted from the Foxmoor locations, the 
acquisitions, and increases in same-store sales. The Bakers/Leeds footwear and J. Riggings apparel chains were 
the leaders in strong sales growth on a comparable store basis. During the fall season of 1990 retail sales 
softened and as a result the company’s sales gains in this period came principally from new retail locations and 
the acquired entities. The apparel segment continued to be the largest of the company’s segments in 1990, 
reporting 60% of total company sales. Net sales for 1989 increased by $133.9 or 14.3% over sales for the 
comparable 53 weeks ending February 4, 1989. The increase was attributable to new stores and increased same- 
store sales. All of the apparel chains and the Wild Pair shoe chain reported sales growth exceeding 10%. 
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Cost of goods sold, including occupancy and buying expenses, as a percentage of sales was 64.6%, 63.6% and 
63.9% in 1990, 1989, and 1988, respectively. The effects of a highly promotional retail environment during fall 
1989 carried over somewhat into spring of 1990, resulting in somewhat lower spring gross margins in the apparel 
segment when compared with 1989. In the fall of 1990, soft sales performance throughout the retail industry 
further eroded margin performance. As with sales, the Bakers/Leeds and J. Riggings chains were notable 
exceptions to the trend as both recorded improved margins in 1990 over 1989. In 1989 the positive trend in sales 
compared with 1988 was offset somewhat by increased markdowns in a highly promotional environment. 
Improvement in 1989 cost-of-sales performance was, therefore, relatively minor. 


Store operating and administrative expenses as a percentage of sales were 23.0%, 23.1%, and 24.8% in 1990, 
1989, and 1988, respectively. The improved performance between 1988 and 1989 was attributable primarily to 
the 1988 store closing plan which eliminated operations and locations that had previously not made adequate 
contributions to overhead. In 1990, expense performance was consistent with 1989 reflecting the company’s 
continuing emphasis on cost control. 


The decline in gross margin performance and somewhat higher depreciation and interest costs combined to 
overcome the positive effect of record 1990 sales and created lower operating profits in 1990, The margin 
decrease was most evident in the apparel segment, where operating profit dropped from $99.2 in 1989 to $83.9 in 
1990. However, as noted above, the J. Riggings chain was an exception and reported significant increases in both 
gross margin and operating profit. Further, despite the generally negative retail environment of fall 1990, the 
Bakers/Leeds chain registered improved margins over 1989 performance. As a result, the footwear segment 
reported a substantial increase in operating profits. In 1989 better margin performance and lower operating costs 
contributed to a significant improvement in operating profit levels when compared with 1988, 


Depreciation and amortization costs rose by 44% in 1990 over 1989 levels. The increase was attributable to 
the high level of capital improvements and intangible assets associated with the acquisitions of recent years. 
Interest expense, after remaining at a constant level during 1988 and 1989, moved upward in 1990, This 
increased cost was associated principally with financing for the 1989 and 1990 acquisitions along with the cost of 
capital improvements during the two-year period. 


On a seasonal average basis, the company employed approximately 21,100 people, including regular and part- 
time, during 1990. Salaries and wages in 1990, 1989, and 1988 respectively, were $205.7, $176.6, and $162.4. 


During 1990, the Financial Accounting Standards Board issued its opinion, “Employers Accounting for 
Postretirement Benefits Other Than Pensions”. Refer to note 5 to the Consolidated Financial Statements on page 
17 for a detailed discussion of the effect of this statement. Also mentioned in note 5 is the 1990 transaction to 
settle the pension plan’s obligation to existing retirees via purchase of annuity contracts. This settlement reduced 
the company’s obligation to the plan resulting in a net gain. However, the effect of this gain was fully offset by 
the costs associated with discontinuing the company’s leased department operations in certain department stores 
and other less significant unusual charges. 





Trends and 
Prospects 


The 1988 plan to close poorly performing locations and the 1989 supplement of stores to this plan made a 
significant positive contribution to 1989 results. Similarly, in 1990 unfavorable locations identified in newly 
acquired operations were targeted for closing. These actions are expected to have a positive effect on 1991 
results of these new operations. The company will continue to monitor operating results and emphasize cost 
control in all operations. 
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FIVE-YEAR FINANCIAL SUMMARY 


(Dollars in millions, except per share data) 
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1990 1989 1988 1987 1986 
Stores at the end of the year 2,733 2,32) 2,347 2,514 2,475 
Net sales $1,253.6 $1,073.5 $918.6 $931.0 $904.2 
Net income (loss) 59.0 56.9 36.3 (12.2) 33.9 
Income (loss) from continuing operations 59.0 61.2 36.3 (20.9) 33.9 
Total assets 1335 $33.1 D127 419.2 433.4 
Long-term debt 145.1 125 102.2 64.6 66.1 
Common stockholders’ equity 343.3 243.5 212.9 193.3 224.9 
Return on common stockholders’ equity 20.1% 25.8% 17.9% (5.8)% 15.4% 
Per common share: 
Net income (loss) $ 2.78 -$ 282 $1.82 $ C6l) $ 1:68 
Income (loss) from continuing operations 2.78 3.04 1.82 (1.05) 1.68 
Common stock dividends 1.04 .935 .90 .90 80 
Common stockholders’ equity 16.05 12.02 10.62 9:75 11.31 


See Management’s Discussion and Analysis on page 22 for significant items affecting data comparability between 1988, 
1989, and 1990. Unusual items in 1987 included restructuring costs of $53.9, a pension settlement gain of $6.0, the $8.7 
credit for the cumulative effect on prior years’ income of adopting FAS 96, and in 1986 a pension settlement gain of 
$14.7. On March 1, 1989, the company changed its fiscal year end to the Saturday closest to January 31. See Note 1 to 
the consolidated financial statements for discussion of results for the one-month transition period of January 1989. 1989 
common stock dividends include a $.225 per share dividend declared during the transition period of January 1989, but 
paid during fiscal year 1989. Per share amounts reflect the two-for-one common stock split effective December 20, 1989. 


QUARTERLY INFORMATION 


(Dollars in millions, except per share data) 

















Quarter 
Ist 2nd 3rd 4th Fiscal Year 
13 weeks 13 weeks 13 weeks 13 weeks 14 weeks 52 weeks 53 weeks 
1990 1989 1990 1989 1990 1989 1990 1989 1990 1989 
Net sales $248.0 $214.7 $273.0 $228.2 $310.6 $263.5 $422.0 $367.1 $1,253.6 $1,073.5 
Cost of goods sold, 
occupancy and 
buying expenses 158.8 136.5 173.7 148.9 202.4 166.6 275.1 231.0 810.0 683.0 
Net income before 
extraordinary item BS) 3:9) 10.8 8.6 11.3 15.8 29.4 30.8 59.0 61.2 
Net income 75 5.9 10.8 8.6 11.3 15.8 29.4 26.5 59.0 56.9 
Per common share: 
Net income before 
extraordinary item JT 29 Boy 43 2 78 1.38 1:53 2.78 3.04 
Net income By 29 Sil 43 152 78 1.38 L3i 2.78 2.82 
Dividends 26 225 26 225 .26 225 26 26 1.04 935 
Common stock 
market price: 
High 38.75 23.00 48.88 29.13 36.13 34.44 30.00 35,13: 48.88 35413) 
Low 29.25 18.63 39.13 22.56 20.50 29.13 17.50 28.13 17.50 18.63 


On March 1, 1989, the company changed its fiscal year to the Saturday closest to January 31. See Note | to the consolidated financial 
statements for discussion of results for the one-month transition period of January 1989. Per share amounts reflect the two-for-one common 
stock split effective December 20, 1989. 


Edison Brothers Stores, Inc. common stock is listed on the New York Stock Exchange 


Transfer Agent and Registrar: Mellon Securities Trust Company, New York, NY 10271 
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